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Report on Fraud Investigation  

Attached is the official report on a misappropriation at the Juvenile Rehabilitation Administration, 

which was under the management of the Department of Social and Health Services until July 1, 

2019, when the Administration moved to the Department of Children, Youth and Family Services.  

On July 17, 2017, the Department of Social and Health Services notified the State Auditor’s Office 

of a potential loss of public funds or illegal activity. This notification was submitted to us under 

the provisions of state law (RCW 43.09.185). 

This report contains the results of our investigation of a former community facility supervisor’s 

activities at the Administration from August 1, 2016 through March 31, 2017. The purpose of our 

investigation was to determine if a misappropriation had occurred. 

Our investigation was performed under the authority of state law (RCW 43.09.290) and included 

procedures we considered necessary under the circumstances. 

If you are a member of the media and have questions about this report, please contact Director of 

Communications Kathleen Cooper at (360) 902-0470. Otherwise, please contact Fraud Manager 

Sarah Walker at (509) 454-3621. 

 
Pat McCarthy 

State Auditor 

Olympia, WA 

cc: Stephanie Niemela, DCYF Audit and Policy Liaison 
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FRAUD INVESTIGATION REPORT 

Investigation Summary 

On July 17, 2017, Department of Health and Social Services’ Office of Enterprise Risk 

Management notified our Office regarding a suspected loss of public funds or illegal activity as 

required by state law. During a routine audit, in March 2017, DSHS identified irregularities in 

youth fund accounts at a Juvenile Rehabilitation Administration (Administration) community 

facility. The Administration filed a report with Washington State Patrol (Patrol), which 

investigated a transaction related to one of the youth fund accounts. We reviewed the DSHS audit 

and the Patrol’s investigation and determined a misappropriation, totaling $2,955, occurred on 

October 11, 2016. We also found another $15,857 in questionable transactions that occurred 

between August 1, 2016, and March 31, 2017.  The Patrol discussed the case with the Pierce 

County Prosecutor’s Office, which did not file charges because of poor record keeping by the 

Administration. 

Background 

 On July 1, 2019, the Department of Children, Youth & Families (DCYF) began to oversee 

Administration operations.  

The Administration’s headquarters is in Thurston County. DCYF serves the state’s highest-risk 

youth. County juvenile courts commit youth to the Administration’s custody, according to state 

sentencing guidelines. The Administration operates eight community facilities to help young 

people successfully transition back into the community after serving their sentences in state 

institutions. The community facilities provide a variety of support services, and youth have the 

opportunity to attend school and training programs as well as work in the community.  

An administrator and a support employee who handles financial transactions under the 

administrator’s direction work at each community facility. A Juvenile Rehabilitation supervisor 

supports the administrator in managing counselors who work at the facility. Our investigation 

focused on youth fund accounts at the Oakridge facility in Lakewood, Washington. At the time of 

the loss, the Oakridge administrator and support staff positions were vacant, and the facility 

supervisor handled most of the duties for both vacant positions in addition to her responsibilities.  

While the administrator and administrative positions were vacant, the supervisor had full and 

unsupervised access to all youth fund accounts. Youth may carry up to $5, and all other money is 

to be logged into the office or given to staff to forward to the office to be deposited into the youth’s 

fund account. Administration policy requires youth to receive receipts for the funds deposited into 

their account and to sign a request form for withdrawals from their accounts. 
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Investigation Results  

DSHS audit 

Before DCYF assumed oversight of the Administration, the DSHS Regional Business Center 

(RBC) conducted audits of the eight community facilities, including a review of youth fund 

accounts. During RBC’s review of the Oakridge accounts in March 2017, auditors compared client 

ledgers and supporting receipts and forms to the facility’s bank statements. The auditors could not 

reconcile the facility bank account due to missing records and identified $14,857 in unaccounted 

for withdrawals that occurred between August 2016 and February 2017. During this time, the 

supervisor was the only individual with access to the youth fund accounts.  

Auditors also identified a $1,000 withdrawal attributed to a youth account for which the facility 

did not have records to show the resident received the funds. The youth lived at the facility during 

the RBC review. When auditors asked if he received the $1,000, he said he did not.  

We reviewed the DSHS audit and concur with its results. We consider the $15,857 in withdrawals 

from youth fund accounts to be questionable transactions.  

Washington State Patrol investigation 

DSHS reported the results of its audit to the Patrol on March 9, 2018. The Patrol investigated one 

transaction that occurred on October 11, 2016 because a revenue agent from the Department of 

Labor and Industries contacted the Administration and the youth about an unpaid restitution 

account. The young person told the revenue agent that he authorized the supervisor to withdraw 

$3,455 from his Oakridge fund account to pay the balance of his restitution. The revenue agent 

confirmed receipt of a $500 money order on October 24, 2016, but said the youth had a remaining 

balance of $2,955.  

During its investigation, the Patrol interviewed the supervisor on May 25, 2018 and again on 

July 25, 2018. During the first interview, she said she withdrew at least $3,000 from the youth’s 

account and purchased Western Union money orders at a local Fred Meyer store. She said she 

purchased the money orders because the bank’s cashier check system was not working when she 

withdrew the funds from the bank.  

The supervisor said she and the young person placed the money orders in an envelope, and they 

addressed the envelope together. When interviewed by the Patrol, the youth stated he was not with 

the supervisor when she withdrew the funds, but did help her prepare money orders for mailing.  

He did not receive confirmation that the money was sent to the Department Labor and Industries.  

The supervisor said she asked counseling staff to mail the envelope. Patrol detectives interviewed 

a counseling staff worker whom the supervisor said might have placed the envelope in the mail. 

This staff worker said the supervisor did ask her to mail items on occasion. However, she could 
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not confirm that she mailed the money orders because the envelopes were always sealed when she 

received them from the supervisor. 

Patrol detectives compared withdrawals from the youth’s fund account to the facility’s bank 

statement and to Western Union money order logs, policies and procedures. During the Patrol’s 

second interview with the supervisor, the detective confirmed with the supervisor that she 

purchased at least $3,000 in Western Union money orders on one day on behalf of the youth. The 

detective then reviewed with the supervisor Western Union policy stating that any purchase of 

money orders exceeding $3,000 in a day must be recorded in a special log. He told the supervisor 

that his review of the transaction log did not find a record of her transaction.  

The detective asked the supervisor why she thought the money order transaction was not recorded 

and why the money orders never made it through the mail. She told the detective she did not know 

why, but she had purchased the money orders and did nothing wrong. Six days after her second 

interview with the Patrol, the supervisor resigned from the Administration. 

The Patrol’s investigation found the supervisor did not convert funds into money orders and $2,955 

of the funds were never accounted for. The supervisor could not provide receipts or other records 

to show the withdrawal and payment on behalf of the youth. However, she knew the required 

procedures, because she had recorded a $500 withdrawal from the youth’s facility account that 

was credited to his Department of Labor & Industries account on October 24, 2016. We concur 

with the results of the Patrol’s investigation. 

The Patrol recommended the former supervisor be charged with theft in the second-degree. The 

Pierce County Prosecutor declined to file charges due to poor record keeping at the facility. 

Internal Control Weaknesses 

Internal controls at the Administration were not adequate to safeguard youth fund accounts. We 

found the following weaknesses allowed the misappropriation to occur: 

 The supervisor had complete and unsupervised access to youth funds. 

 The Administration did not perform a secondary review of youth fund transactions. 

 The supervisor was not trained in youth fund management. 

 The supervisor was asked to take on the responsibilities for two other positions in 

addition to her own. 

Recommendations 

We recommend the Administration strengthen internal controls over youth fund management at 

its community facilities. For example, it should ensure adequate oversight of youth funds in the 

event future position vacancies occur and ensure that staff assigned to manage youth accounts 
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receive adequate training and supervision, to protect youth funds and ensure the Administration 

complies with its policies. 

We also recommend the Administration seek recovery of the misappropriated $2,955 and related 

investigation costs of $6,300.81 from the former Supervisor and/or its insurance bonding company, 

as appropriate. Any compromise or settlement of this claim by the Agency must be approved in 

writing by the Attorney General and State Auditor as directed by state law (RCW 43.09.330). 

Assistant Attorney General Matt Kernutt is the contact person for the Attorney General’s Office 

and can be reached at (360) 586-0740 or Matthew.Kernutt@atg.wa.gov. The contact for the State 

Auditor’s Office is Brandi Pritchard, Assistant Director of Local Audit, who can be reached at 

(360) 489-4591 or Brandi.Pritchard@sao.wa.gov. 

Department of Children Youth & Families’ Response 

Prior to receiving this report, the Department of Children, Youth, and Families has worked to 

strengthen internal controls around local fund cash management.  The Department is working to 

fill vacancies at the Oakridge facility to ensure segregation of fiscal duties and has created new 

procedures around local fund cash management.  The department is working with their Regional 

Operations Centers (ROC), in consultation with the internal audit unit, to ensure the new internal 

controls and local fund cash management procedures meet the needs of safeguarding state and 

client fund accounts. 

The Department has implemented: 

 Once a week deposits and withdrawals with two employees verifying the fund prior to 

banking transactions in accordance with the Office of the State Treasurer’s deposit waiver.   

 Independent monthly local fund account reconciliations by the ROC. 

 Provided training to staff on new procedures around local fund cash management. 

 Updated forms for request to deposit or withdraw funds from local fund accounts. 

 Additional internal controls around money orders.  The department created a new form 

that is completed by the youth.  The employee verifies the funds are available and procures 

a money order in the amount requested.  The money order is then reviewed and signed for 

by the youth verifying the amount and acknowledging receipt of the funds. 

The Department will work with the Attorney General’s Office to determine next steps in recovery 

of misappropriated funds. 

State Auditor’s Office Concluding Remarks 

We thank the Washington State Patrol’s DSHS investigation unit and DSHS officials and 

personnel for their assistance and cooperation during the investigation.  
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ABOUT THE STATE AUDITOR’S OFFICE  

The State Auditor's Office is established in the state's Constitution and is part of the executive 

branch of state government. The State Auditor is elected by the citizens of Washington and serves 

four-year terms. 

We work with our audit clients and citizens to achieve our vision of government that works for 

citizens, by helping governments work better, cost less, deliver higher value, and earn greater 

public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 

resources, we also hold ourselves accountable by continually improving our audit quality and 

operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor's Office has the independence necessary to objectively 

perform audits and investigations. Our audits are designed to comply with professional standards 

as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 

part of all local governments, including schools, and all state agencies, including institutions of 

higher education. In addition, we conduct performance audits of state agencies and local 

governments as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available on 

our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 

assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office 

Public Records requests PublicRecords@sao.wa.gov 

Main telephone (360) 902-0370 

Toll-free Citizen Hotline (866) 902-3900 

Website www.sao.wa.gov 

 

https://www.sao.wa.gov/report-a-concern/how-to-report-a-concern/fraud-program/
https://www.sao.wa.gov/report-a-concern/how-to-report-a-concern/whistleblower-program/
https://www.sao.wa.gov/report-a-concern/how-to-report-a-concern/the-citizen-hotline/
https://www.sao.wa.gov/reports-data/audit-reports/
https://www.sao.wa.gov/about-sao/sign-up-for-news-alerts/
mailto:PublicRecords@sao.wa.gov
https://www.sao.wa.gov/

